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TAGS: ETRD, RP 

SUBJECT: COTTON CONTRACT. 

REF: A) MANILA 3981 B) STATE 58269 C) STATE 8401 
D) MANILA 768 

1 . AS NOTED PARA 2 REF C. DEREGISTRATION OF CCC CREDIT 
WOULD CREATE DIFFICULT LEGAL PROBLEMS, CONSEQUENCES 
OF WHICH CANNOT BE DETERMINED WITH CERTAINTY AT THIS 
TIME. USDA NOT PREPARED TO WITHDRAW REGISTRATION. 

2. WE NOTE THAT DBP'S FIRST REACTION TO THIS SITUATION 
(PARA 2 REF D) WAS THAT IT WOULD BE ABLE TO PERSUADE 
YUPANGCO TO CANCEL CIEC CONTRACT AND VACATE COURT 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
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JUDGEMENT. IF DBP NOW FEELS THAT IT IS UNABLE TO 
PERSUADE YUPANGCO TO FOLLOW THIS COURSE, IT REMAINS 
OBLIGATED UNDER LETTER OF ASSURANCES NOT TO ISSUE 
L/C FOR CCC CREDIT FOR YUPANGCO AS LONG AS OVERDUE 
CONTRACT REMAINS UNSETTLED. 

3. EMBASSY SHOULD REPORT TO DEPT. IF IT HAS ANY 
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REASON TO BELIEVE THAT DBP DOES NOT INTEND TO HONOR 
THIS OBLIGATION AND PLANS TO ISSUE L/C FOR YUPANGCO. 

4. RELATIONSHIP BETWEEN SUPPLIER AND AMERICAN 
COTTON SHIPPERS ASSOCIATION HAS NO BEARING ON 
OBLIGATIONS OF GOP TO USG UNDER LETTER OF ASSURANCES. 

VANCE 
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